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MUSSENS LIMITED, 1100 NORMAN ST., LACHINE, P.Q. 


Annual Report to the Shareholders 
For the Year Ended March 31, 1967 


Profit 


Consolidated net profits after taxes of your Company 
and its subsidiaries for the year ended March 31, 1967 
amounted to $620,983 equal to $1.22 per share of com- 
mon stock outstanding at the close of the year. In the 
previous fiscal year ended March 31, 1966, consolidated 
net profits were $657,562 equal to $1.29 per share. Profits 
before corporation income taxes including Colborne 
Acceptance Ltd. amounted to $1,402,526 compared with 
$1,210,062 in the prior year. Total provision for income 
taxes however increased to $781,543 from the prior year’s 
total of $552,500, primarily due to greatly increased tax 
liability at Ontario Equipment and Supply Limited. 
During the year 1965 the balance of some accrued tax 
credits which were available to this subsidiary at the date 
of purchase of the shares of this Company by Mussens was 
consumed. A further portion of the increased taxes arose 
from a federal income tax assessment of 1965 operations 
which advanced some tax liability by one year. This as- 
sessment is being contested by the Company and if our 
protest is successful this increase will be recovered. 


Dividend 


A quarterly dividend of 10 cents per common share has 
been declared payable August 1, 1967. This is up from a 
744 cent quarterly rate previously in effect. An extra 
dividend of 10 cents per common share has been declared 
payable on the same date in respect of the year ended 
March 31, 1967. These dividends will be payable to share- 
holders of record July 14, 1967. 


Capital Stock 


There were no changes in the number of common 
shares outstanding during the year under review. There 
are 509,595 shares outstanding out of a total authorized 
of 600,000. None of the unissued shares are reserved as 
no warrants are now outstanding. The book value per 
common share was $9.78 at fiscal year end, compared 
with $8.96 at the prior year end. 


Operations 


Total income of the Companies was $35,411,101 com- 
pared with last year’s record high of $39,981,897, a 
decline of eleven per cent. Operating profit after cost of 
sales and service, selling and general administrative 
expenses however was $1,905,246 compared with 
$1,721,826 in the prior year, an increase of eleven per cent. 


The sales comprised a smaller proportion of large spe- | 


cialized mining machinery which yield very narrow gross 
margins. As a consequence, the percentage of gross 


_) margin on sales improved. 
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Partly due to the separation of Dorval Diesel Ltd., total 
sales by branches in Quebec province were considerably 
below those of the prior year, and their total operating 
revenues declined, but by a smaller percentage than that 
of the drop in sales. At the same time, expenses were 
substantially reduced. The net effect was a satisfactory 
increase in the profit contribution by these branches. 

Dorval Diesel Ltd. completed its first full year of 
Operation as a distinct entity with gratifying results. Sales 
and operating revenues both exceeded the Company’s 
budget and expenses in total were within budget. Sales of 
this Company were less than they might have been due to 
extended delivery time from the factory. 

In the Maritime branches, sales, and total operating 
revenues increased importantly. Expenses also climbed, 
but to a lesser extent than revenues. As a result, there was 
a higher profit contribution by these branches. 

At Ontario Equipment and Supply Limited, total sales 
declined, but the sales mix improved and total operating 
revenue was up. Expenses declined, and net profit before 
income taxes almost doubled. As already pointed out, 
however, liability for income taxes increased very sub- 
stantially, and the amount transferred to earned surplus 
by this Company was slightly less than was the case in the 
prior year. 

Separate statements for Colborne Acceptance Limited 
are included in this report. The increase in interest earned 
was considerably greater than the increase in expenses and 
net income was improved. 

For ten years now our report has made reference to the 
persisting trend of increased use of rental and rental- 
with-option-to-purchase contracts. This trend is still with 
us. However the upward pressure on the Company’s used 
equipment inventory was offset by the exercise of options 
in contracts written in this and in prior years. 


Properties 


During the year, the Company expended a total of 
$149,462 on capital account. This was spent on a variety 
of leasehold improvements, shop equipment, furniture 
and fixtures, and replacements in the Company’s fleet of 
transportation equipment. 

Last year’s report indicated that a sale of the old 
premises at Fredericton had been arranged. This sale was 
completed during the year under review. 

Operations at the branch in Truro, N.S. have expanded 
and have outgrown the available facilities there, partic- 
ularly in the service department. Plans have been 
prepared for an extension to the Company-owned build- 
ing there to provide new shop and warehouse space. The 


extension will comprise some 8,800 square feet, and will 
be proceeded with immediately. 


Data Processing 


The computer at Lachine is now processing labor dis- 
tribution, job costing, parts invoicing, accounts receivable 
and hourly payroll. Equipment records for inventories of 
machinery are partially converted and now are running 
parallel to manual records. Plans for conversion of other 
systems are under study. The conversions already com- 
pleted have produced noticeable benefits in speed, 
accuracy and completeness of data. 


Industrial Relations 


In August of 1966 the International Association of 
Machinists was certified as bargaining agent for a group 
of employees at the Sept Iles branch. Negotiations were 
carried out without serious disruption to operations and 
in January of 1967 a thirty-five month contract was 
signed, to terminate November 30, 1969. 

Contracts with the UAW covering specified employees 
at Lachine, Quebec City and Dorval Diesel Ltd. terminate 
May 11, 1968. 

Relations with the unions remain cordial, and to date, 
any grievances that have arisen have been resolved with- 
out recourse to arbitration. Your management appre- 
ciates the efforts of the union and its committeemen to 
foster and maintain normal relationships with the Com- 


pany. 


Financial 


During the year $80,000 face value of Series A, $60,000 
Series B, $35,000 Series C and $25,000 Series D debentures 
were purchased in the open market and lodged with the 
trustee for cancellation in satisfaction of sinking fund 
requirements. 

Negotiations have been commenced for the issue of 
$1,000,000 Sinking Fund Debentures, Series E. Proceeds 
of this issue are to be added to the Company’s working 
capital. 

Total inventories, which had risen rapidly during the 
prior three years, were reduced by $838,339 to $14,963,718 
during the year under review. Within this change, 
inventories of new machines were little changed at 
$3,357,322, inventories of used machines were reduced by 
$1,410,099, inventories of parts rose by $533,545 and 
work in process increased by $52,522. The reduction in 
investment in used machine inventory is in keeping with 
the program mentioned in last year’s report. 


Outlook 


Total value of goods and services invoiced during the 
first two months of the new fiscal period is slightly above 
that of April and May of 1966. Booked business has also 
been running on a pattern very similar to last year. 

There is a noticeable moderation in the trend of capital 
spending in Canada in 1967, although the proportion of 
the economy’s productive resources being devoted to | 
capital investment (about one quarter of Gross National | 
Expenditure) remains high by historical standards. The | 
trend from last year is expected to vary between several | 
areas of the Company’s market. Such changes range from | 
a decline of five per cent in Quebec to increases of three | 
per cent in Ontario and six per cent in the Atlantic 
Provinces. 

In Quebec, projected spending on social capital 
remains unchanged, while there are expected declines in 
the utilities, public transit and in the majority of manu- 
facturing industries. In addition, with Expo °67 now 
Operative, outlays for its related establishments have now 
ceased. 

In Ontario the greatest increased strength is expected 
in the utilities industries and in institutional spending. In 
Nova Scotia and New Brunswick, where the anticipated 
increase of the Atlantic Provinces is concentrated, power 
and communication facilities are likely to experience the 
greatest expansion. 

Your management is confident about the future growth 
of the Canadian economy, particularly for the medium 
and long term future. We will endeavour to adapt in an 
appropriate manner to short-term changes so as to main- 
tain and improve our efficiency. 

Your Directors extend their thanks to Mussens mana- 
gement and staff for their effective services during fiscal 
1967. The interest and support of our shareholders is also 
appreciated. 

On behalf of the Board of Directors, 


CHAIRMAN 


PRES DEIN 


June 9, 1967 
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(Mussens LIMITED — AND SUBSIDIARY COMPANIES 


Consolidated Balance Sheet 
March 31, 1967 (with comparative figures for 1966) 


Assets 


CURRENT ASSETS: 
Cash. . 
Accounts receivable (Note 2) 
Bills receivable (Note 2)... . . 
Inventoriess(INOtée3)) pum era ee cae ee ee 


Prepaid expenses. 


TOTAL CURRENT ASSETS 


SPECIAL REFUNDABLE TAX. . . 


. ° . 


. . e ° 


ce Xe, We 30 


‘ee se 


. . . . 


ob forry owt be? mney bie 


INVESTMENT IN FINANCE SUBSIDIARY NOT CONSOLIDATED (Note 1)... . 


FIXED ASSETS: 
Land and buildings. . . 


oo) biel roomate 


Plant and equipment. . 


o* | ie: a" Te? alge etevea fe? ie 


Transportation equipment. . . . 


6 Ney er Bete Cone: 


COST 


ACCUMULATED 
DEPRECIATION 


$ 920,981 153,709 
1,088,826 667,101 
580,176 363,763 
$2,589,983 1,184,573 


Leasehold improvements — at cost less amounts written off. . 


See accompanying notes to financial statements. 


Approved on behalf of the Board: 
F, E. NEwmMan, Director. 
C. J. Jackson, Director. 


Ol) he kel ne)” ges) xe 


1967 
$ 111,541 
D,0993 92 
562,657 
14,963,718 
42,186 


21,379,454 


31,691 
374,121 


767,272 
421,725 
216,413 


1966 
82,408 
6,037,749 
283,608 
15,802,057 
35721 


22,241,613 


3205790 


874,647 
413,808 
276,686 


1,405,410 
119,530 


1,565,141 
119,427 


1,524,940 


1,684,568 


$23,310,206 


24,246,971 


Liabilities 


CURRENT LIABILITIES: 1967 1966 
Banke lOANSILSCCUVEH NMw Tens... Pee. a. on ete fc TD hue ceo ee te $ 3,894,891 4,106,245 
COLINGTA OP NOM ee aare N. a n a ees Ae e a :  rr 2,658,112 2,500,095 
Accounts payable*and accrued expenses, s 9) We Pat Po ee 2,419,805 3,198,215 
Accounts payable — instalment payment basis (secured) ......... 4,113,178 4,802,376 
MWA = OL Meret Am COME SCAKES: pel terent ees lay JA ahead) oo, se, we youl od Se odes «62s 295,724 314,142 


Henge ecrai Gent Guenwithit One year’ 4... 5s) 4 Ss ae a eae ee PA Re Vos 212,004 
Nicome taxes payable (INOLGA). ous a fo wa ew ee 890,020 D32,253 
Mirco nnance SUMSIGIALY: 2/7) 04 wae A ee Oe eS ee eH 283,347 233,961 


TOTAL CURRENT EIABILTTIES 2 i. <o MORTAUEAAY SOiew a 2. 14,767,402 TIO99 ZL 


BOG RRERNMEDEB TAC NOLCIO) onan ae a a eee ests er Ss aie I a 355593990 3,784,018 


SHAREHOLDERS’ EQUITY: 
SADiItAl stock UNOtEG))-,.-s. canereey tant Ada Pek e BbS: pire cahes 5 430,230 430,230 
Sunplus peraccompanyiie statement. «9.944 Kae se 2 es ee ee 4,552,624 4,133,452 

OTA ESHWAREHOLDERS POULRY 1. ties ae pe ee Os 4,982,854 4,563,682 

Contingent liabilities (Note 9) 


$23,310,206 24,246,971 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the consolidated balance sheet of Mussens Limited and subsidiary companies as of March 31, 1967 and the consolidated 
statement of profit and loss and surplus for the year ended on that date. Our examination included a general review of the accounting procedures and 
such tests of accounting records and other supporting evidence as we considered necessary in the circumstances. 

In our opinion, the accompanying consolidated balance sheet and consolidated statement of profit and loss and surplus present fairly the financial 
position of the companies at March 31, 1967 and the results of their operations for the year ended on that date, in accordance with generally accepted 
accounting principles applied on basis conse eile inet of the preceding year. Also, in our opinion, the accompanying statement of source and 

icati resents fairly the information shown therein. 

a 7 PEAT, MARWICK, MITCHELL & CO. 


Chartered Accountants. 


Montreal, Que. 
June 9, 1967. 


LIMITED — AND SUBSIDIARY COMPANIES 


Notes to Consolidated Financial Statements 
March 31, 1967 


1. BASIS OF CONSOLIDATION: 
The consolidated financial statements include all subsidiaries except a wholly owned finance company. 


The investment in the unconsolidated finance subsidiary is carried at cost plus the earnings accumulated subsequent 
to its acquisition. 


The accounts of Ontario Equipment and Supply Limited have been closed as of December 31, 1966 and the con- 
solidated statement of profit and loss and surplus includes the operating results of that company for the year ended 
December 31, 1966. 


2. ACCOUNTS AND BILLS RECEIVABLE: 


Accounts and bills receivable include approximately $313,000 not due within one year. 


3. INVENTORIES: 1967 1966 
BASIS OF VALUATION 
New machines Laid down Costii wa. ee eee eee § 30/2022 3,371,629 
Used machines — in stock, on rental Less than cost as appraised by manage- 
and on rental-with-option-to- ment 
purchase Re rere wen re a 3 7,662,565 9,072,664 
Parts Valued at suppliers’ current list prices plus 


duty less estimated dealers’ discounts, 
obsolescence and allowance for price 


INCTEASES #4 Gvcae- eee ee ee 3,530,009 2,996,464 
Work in progress COSt 6s eet 413,822 361,300 


$14,963,718 15,802,057 


4. INCOME TAXES: 


The provision for income taxes has been based on claims for depreciation as allowed under the Income Tax Act, 
which allowances are not materially different from those charged in the accounts. In previous years these allowances 
were in excess of the amount charged in the accounts and the cumulative amount by which the tax liability has been 
reduced is approximately $67,000. 


5. LONG TERM DEBT: 
614 % sinking fund debentures, Series “‘A”’, due February 1,1972......... 
O77 7, sinking fund*debentures, Series “B’?; dué December 1) 1975. ° 2 23 4 oe , 
614 % sinking fund debentures, Series ““C’’, due July 2, 1984 
64 % sinking fund debentures, Series ““D’’, due July 2, 1985 


Ce a a ee ye Roe map ts 


e. Teinren bey) vol ered re ve 


Less annual sinking fund requirement (included in current liabilities). 


Oe? aes eernos 1 ke 


Mortgages on land and buildings (less $12,325 included in current liabilities) . . . . 


6. CAPITAL STOCK: 


Cumulative redeemable preferred shares of $50.00 par value per share. Authorized 
40,000 shares. 


Common shares of no par value. Authorized 600,000 shares; issued 509,595 shares — 
stated value. . , ee 


eS) eke neste ep Gai, Fen cloh top teh | ee Us) = fo) coh Sei ies le fe ce eve. “om Tie 


7. SURPLUS: 


1967 1966 
$ 450,000 530,000 
640,000 700,000 
1,430,000 1,465,000 
975,000 1,000,000 
3,495,000 3,695,000 
200,000 200,000 
3,295,000 3,495,000 
264,950 289,018 
$3,559,950 3,784,018 

1967 1966 


$ 430,230 


430,230 


Included in surplus is Capital Surplus of $81,070, representing the excess of book value of assets of a subsidiary 
company at date of acquisition over cost of investment therein and contributed surplus of $30,424, which amounts 


were unchanged during the year. 


8. CONTRACTUAL OBLIGATIONS: 


The company premises in Montreal, Fredericton and Sept Iles are occupied under long term net leases, requiring 
annual rental payments of $163,000. Under the terms of these leases the company has options to purchase the 


properties. 


9. CONTINGENT LIABILITIES: 


The company is contingently liable for: 
Customers’ lien notes discounted 


+ ee) er olreg 8 ser, ehh ew lel er Fede ey Use. 


Legal action (which in the opinion of legal counsel has been prescribed) . . 


Guarantee of finance subsidiary bank loan . . . 


CieneCe Rew Se et Mtg Ke O et) 


ow Le tat 6 - Ze 


Pane wie Lee, 


$3,000,000 
240,000 
486,000 
$3,726,000 


LIMITED — AND SUBSIDIARY COMPANIES 


Consolidated Statement of Profit and Loss and Surplus 
Year Ended March 31, 1967 (with comparative figures for 1966) 


Sales including profit from rentals and service and miscellaneous revenues. 


Cost of sales including service, selling and general administrative expenses. 


1967 


$35,411,101 


33,505,855 


1966 


39,981,897 


38,260,071 


Operating profit before deduction of the following items ....... 1,905,246 1,721,826 


Depreciation(= 2.0) ads a a. Ges ose ma anes een ie eee Aj22) 177,262 


Directors’ remuneration — 


as. Officers: 2s 5. Seek se eee, eA ee ee 183,833 167,385 
as Directors. = «5/2 k)-<. 3 20 See eee a 3,600 pS YS) 
Debenture interest’... 2 =e. ee ee 234,797 231,048 
594,951 579,070 
Net profitscbefore income taxes. <0) ae. ee eee 1,310,295 1,142,756 
Income taxes-c fa, Be ee ee re 742,643 527,000 
567,652 615,756 
Net’ profit of financessubsidiary "229-5. oe ee en D355 41,806 
Netipromit.s 2 4) a4 cece) eo Se ees ee 620,983 657,562 
Surplus-at beginning of year. 2s oe ee eee 4,133,452 3,744,819 
4,754,435 4,402,381 

Deduct: 
Dividends paid’, 3, 2.5, =. Se ee eee ee ee 203,838 228,044 
(Discount) Premium: on debentures retired) eae ee ee (2,027) 885 
Debenture discount soars ay aed eee eT nt ee — 40,000 


201,811 268,929 


Surplus‘at:end’of year GNotey)) ..0:) ace ee ee $4,552,624 4,133,452 


See accompanying notes to financial statements. 


LIMITED — AND SUBSIDIARY COMPANIES 


Consolidated Statement of Source and Application of Funds 


Year Ended March 31, 1967 


Funds provided: 
From operations: 
INGtaprofit TOrmhesyear 2. <6: ee ee wy 


Add depreciation not requiring cash expenditure 


ess Sain On sale Of Nixed:aSsetSs . f-. =. «.. 


Funds provided from operations 


From proceeds of disposal of fixed assets. . . . 


Totalsunas provided “8 a eS nS 


Used as follows: 
Purchase of. fixed.assets: 2... % . . ... 


IDivigends. Pald..c gee & spe tanin a ars an agiecee 


oC) ger key emer grey teN Met eee Ke (ol sey) [eet le” Seri m i. 


CC, CO Cg) tye ce eee per 


anes le is). fem em vet sé. er tie? Wkeo Mie) Mie! | ssi) del ies) ie 


5 ie Sa Lists es ue 


ees eer) ey, 


cv is(_ Mm elnes en to anes on ee \E-c © Lee Wish Use mel Tom fell rice ie 


~ Feri een Se, Utes. eles et Lie) Ge). ke: Kon mneme: 


ce el we ere le te 6: Fe eee EL ion. ce 


Repayment of long term debt (net of debenture discount $2,027)... . 


Payment of special refundable tax... . 


Addition to working capital 


Working capital changes: 
Current assets. . 


Current liabilities 


oF Mewes se) Gey) a Ce. ena ie 


Ca ee pere, Macey se) eld iss in; a ‘eeare 


1967 


$21,379,454 
14,767,402 


$ 6,612,052 


nde S =567,652 

ae 272 

740,373 

De 23,998 

116,315 

160,367 

oP eee 876,742 
$ 149,462 
203,838 
222,041 

31,691 607,032 

ae Gare ng $ 269,710 

1966 INCREASE 

(DECREASE) 

22,241,613 (862,159) 

15,899,271 (1,131,869) 

6,342,342 269,710 


COLBORNE ACCEPTANCE LIMITED 


Balance Sheet 
March 31, 1967 (with comparative figures for 1966) 


Assets 


Cash . RE GLa eee ee ar 

Notes and accounts receivable: 
Maturing within one year . 
Maturing after one year . 


Special refundable tax. 
Due from parent company. 


Liabilities 

Current liabilities: 
Bank loan (secured). . . 
Notes payable (secured) . 
Accrued expenses. 
Income taxes payable . 


Total current liabilities 
Deferred revenue . 


Shareholders’ equity: 
Capital stock: 


6% non-cumulative redeemable preferred shares of $10.00 par value per share. 


Authorized 16,450 shares. 


Common shares of no par value. Authorized 241,500 shares; issued 100,000 shares . 


Earned surplus per accompanying statement . 


Total shareholders’ equity . 


Approved on behalf of the Board: 
C. J. JACKSON, Director. 
G. R. DUNCAN, Director. 


Statement of Income and Expenditure and Earned Surplus 


1967 
$ 103,055 


1,079,818 
155,408 


1,235,226 
1,200 
283,347 


$1,622,828 


$ 486,025 
653,480 
800 

39,670 
Lo O75 
68,732 


100,000 
274,121 


374,121 


$1,622,828 


1966 
45,884 


2,014,309 
824,803 


2,839,112 
233,961 


3,118,957 


780,500 
1,879,700 
1,287 
25,633 


2,687,120 
111,047 


100,000 
220,790 


320,790 
J 118,957, 


Year Ended March 31, 1967 (with comparative figures for 1966) 1967 1966 
Income: 
Interest earned . $127,852 O5 37D) 
Expenditure: 
Interest on loans . SASS PUA Ses, 31,022 25,895 
Parent company administration charge . 1,000 1,000 
General expenses and bank charges . 3,599 1,174 
35,621 28,069 
Net income before taxes. 92,231 67,306 
Income taxes*, 4) <= Gy 38,900 25,500 
Net income 53,05! 41,806 


Earned surplus at beginning of year. 


Earned surplus at end of year 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


220,790 


$274,121 


178,984 
220,790 


We have examined the balance sheet of Colborne Acceptance Limited as of March 31, 1967 and the statement of income and expenditure and 
earned surplus for the year ended on that date. Our examination included a general review of the accounting procedures and such tests of accounting 
records and other supporting evidence as we considered necessary in the circumstances. 

In our opinion, the accompanying balance sheet and statement of income and expenditure and earned surplus present fairly the financial position 
of the company at March 31, 1967 and the results of its operations for the year ended on that date, in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year. 

PEAT, MARWICK, MITCHELL & CO. 


Montreal, Que., June 9, 1967. Chartered Accountants. 
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